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NOTICES 


[3110-01] 


OFFICE OF MANAGEMENT AND 
BUDGET 


Office of Federal Procurement Policy 


POLICIES. FOR ACQUIRING COMMERCIAL OR 
INDUSTRIAL PRODUCTS AND SERVICES FOR 
GOVERNMENT USE 


Proposed Policy Issuance; Invitation for Public 
Comment 


AGENCY: Office of Federal Procure- 
ment Policy, Office of Management 
and Budget. 


SUMMARY: This proposed cost com- 
parison handbook (enclosed) would 
supplement OMB Circular A-76, ‘“‘Poli- 
cies for Acquiring Commercial or In- 
dustrial Products and Services for 
Government Use.” It provides compre- 
hensive guidelines for agencies when 
they conduct a comparative cost anal- 
ysis to determine whether a particular 
product or service could be provided 
more economically by the syprivate 
sector or by use of Government em- 
ployees. These guidelines should 
assure greater accuracy, equity, and 
consistency in such cost analyses and 
contribute significantly to improved 
implementation of Circular A-76. 


DATE: Comments must be received on 
or before November 15, 1978. 


ADDRESS: Comments should be ad- 
dressed to the Administrator for Fed- 
eral Procurement Policy, Office of 
Management and Budget, 726 Jackson 


Place NW., Washington, D.C. 20503. 


FOR FURTHER INFORMATION 
CONTACT: 


Mr. William D. Russell, Deputy As- 
sistant Administrator for Logistics, 
telephone 202-395-3327. 


SUPPLEMENTARY INFORMATION: 
In the comprehensive review of OMB 
Circular A-76 which preceded the cur- 
rent revision of that circular, one of 
the major deficiencies noted in imple- 
mentation was inaccurate, incomplete, 
and inconsistent cost analyses used to 
support both in-house and contract 
performance. The proposed revisions 
to Circular A-76, which were pub- 
lished for comment in November 1977, 
included a proposal for a detailed cost 
comparison handbook. This proposal 
was strongly endorsed by a broad 
range of interests responding to the 
notice, including Federal employee 
unions, private firms and associations, 
and Members of Congress. 

This draft handbook was prepared 
by an interagency work group consist- 
ing of cost accounting experts from 
the Departments of Defense and 
Energy, the General Services Adminis- 
tration, and Veterans’ Administration, 
and an adviser from the General Ac- 
counting Office. It is ‘offered for 
review and comment by all interested 
parties to insure that the final version 
is clear, comprehensive, and adequate 
to insure satisfactory results. 


LESTER A. FETTIG, 
Administrator. 
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NOTICES 


FIGURE 1. 


Estimate of direct material for the review 
of contracting-out activity, 





Quantity Cost 
National Quantity per Final Unit Source 
Item Stock Bill of Mat. or . Est. Purchase of Unit 
Nomenclature Number Specifications Adjust.1/ Quantity Price Price Adjust.1/ 
(27 U3) Tay ) (6) = ep 


Widget 6730001161618 120 30 a/ 150 $11.00 


Direct 
Final Material Source 
Est. Unit Cost of 
Price (5)X(9) Supply 
aa |) nena § ) ae 











GSA Cat.c/ .55 b/ $11.55 $ 693.00 GSA 
Socket None 60 5 a/ 65 15.00 Pur. Dept. .75 b/ T5575 
Frontam 3760008161611 500 50 57.00 


1,023.75 PM, Inc. 


Inventory 3.30 b/ 60.30 33,165.00 ABC Corp. 


TOTAL COST $34,881.75 


Explain basis for adjustment. 
Normal spoilage. 

Estimated price change. 

Price list dated October 1, 1978. 


-In developing the cost of direct material, it is important 
to know how the cost of the material was determined. That 
is, does Ze include such items as_ transportation, 
procurement, storage, etc. This determination is essential 
to the proper application of material overhead costs as 
defined in the following paragraphs. 


Material Overhead 





In addition to the direct cost of material, the costs of 
material overhead -- acquiring, handling, and controlling 
material -- must also be included in the Government's cost 
estimate. Since, in most cases, it is not practical to 
ascertain the costs of these activities as they relate to 
each item of material, the related expenses’ should be 
accumulated in an indirect cost pool (intermediate cost 
objective) and allocated to the service/product being 
estimated. Brief descriptions of the functions, the costs 


of which are to be added to the basic material cost, are 
presented below: 


Acquiring. Includes the efforts related to the 
determination of material needs, ordering, and/or 
purchasing material and immediate supervision of such 
efforts. It also includes the incoming transportation 
cost of the material. 


Handling. Encompasses the efforts related to the 
physical receipt, storing, and issuing or otherwise 
disposing of tangible material. Included in these 
efforts are receiving and inspection activities, care in 
storage, preservation and depreservation efforts, 
assembly or disassembly of "sets" and "kits," and the 
immediate supervision of such efforts. 


Controlling. This administrative function relates to 
the overall acquisition, handling, and distribution 
process and involves the monitoring of these functions. 
It also includes the keeping of inventory records of 


material on hand or on order, and the taking of physical 
inventories. 





The costs to the Government of certain of the above 
functions may already be included in the price that is paid 
for the material. For example, the cost of material 
acquired from Defense stock funds generally includes’ the 
incoming transportation costs as well as a surcharge to 
cover estimated net stock losses on current procurements due 
to pilferage, damage, deterioration, physical inventory 


FEDERAL REGISTER, VOL. 43, NO. 188—WEDNESDAY, SEPTEMBER 27, 1978 





wn 
tht 
Y 
- 
1°) 
z 


8261 ‘42 WIBWI1dIS ‘AVOSINGIM—BBI ‘ON ‘Eb “IOA ‘83LSIOIY 1V4IGII 


*ajZeT sy SUTUWIZEREp 
O32 pasn sjsod TeTTSZeW TejO} SY UT pepnToOUT pue ‘4ysoDd e se 
ojerTSsy, =peppe eq P[NoYS [eTrSe,eW peysTUINj-ysH IoOxZ uoT joes 
IWIMALWW LOFYIG eyR UT paqussetd se sz0RDeJ DATIIPpe 933 
‘sqZso> [eTIeJeEW UT pepntoOUT ST WS Wor perztnboe Tetrzsezew 
usu "SUOTRZBOOTTS Aueq{TNsezr sy 42034STp ATAueotszTubts 
pTnoa asn SJT sseTuN pejzecsoape sT peaeyreao TeTIsleEW 
tox Tood 3soD 4OeITpuT suo Jo ssn ay ‘ATAeTTUTS *oUNTOA 
Zo ‘qyHtem ‘Ajtquenb se yons pesn [TetAse,ZeW YOeITTp 91 Jo 
OTYSTrszZoereyS Teotshyd e Aq peinsesw Aeqqeq AT Aueotsztuhts 
aq Aeu peonpo1rd SdoTAIES Io spoob 04 dtysuotjetaz 
Tesneo zo Te TOTjeueq s ,uoTjOUuNF OT toeds e azaya 
SUOTJENZTS e504 UT ydeoxo pezescap St oseq ucTReOCTTe 
ayy Se 3S0D TeTIsejJeW Te}OR JO 9SN sy ‘SAOqe pezeIASNITt sw 


*MaTAST 
Zepun ARTATIOR ay Toy ysnC you ‘Aytque sy Jo sat tddns pue 
TeTTsZeW YOsSTTput pue ssotares/sjonporzd [Te AOF Te}O0R sy ST 
eseq STU 2eYR PejoU oq OR ST QI ‘aSeq UOTJeSOTTe 93 ‘‘a'T 
‘sjzsoo TeTieqew Teq07 9432 Aq sesuedxe pesyreaao [etrejeU 
Te302 98yi Butptatp Aq padojteasp eq ued ajer persyrsaoc 
Tetzeqzew e ‘Z eInhHty UT peReI4sn{{Tt sy *sqZsoD [TeTrT9eReU 
243 03 9381 pedotTesesp e fo uotqzeottdde fq peutejyqo aq 
ued peotid Buteq uotjouny au. 032 Ss}SsOD aseyRZ Jo uUOoTReSOTTe 
eTqeytnbs ue ‘sesed ysou url ‘psqsoo BHuteq uotjzoUNT ayy o3 
31 JO uoTZIOd e azeSoTTe 03 ATessaoeu oq TITA T ‘peuTwIe ap 
ST S}SOD pesyTSAO TeTIezew ayy JO YuNowe f[Tej0R sy. ZaqIY 


“peutuexs oq ued ejep YOns ateyM 07 SpeUl soUSTATEeI 
eB ZO BUTASTT sy 02 pseyoeqqe TseyATSe |9q PTNoYS UMOUS sqUNOUWe 
ey} TOF uotZeQueumsop BHButyroddns -‘Hutystt e yons jo atduexe 
ue st Z ainBtg ‘uMoYS sqZsod yons Jo Tej0R |W pue perzederd 
eq TTTA S}SOD pesyTSAO TeTIej{eW sayy Jo HutystT peTteyep wv 


“HOOqpUPH STUZ JO UOTISES SLSOD AAILWYLSINIWGW GNW TVYSNAD 
eu} Aepun ASeYyAZANy posessnostp ST saeTRTATROe peztTerquss 
FO UOTRESOTTS syL “STetrseqzew s,AQtatAoOe By AOF HuTyUNODSe 
pue Sutuotjytstnber‘butseyoind [eijueD jo sysoD ayy aq 


PTnoys eseyy Buowy ‘wey 02 pe ,eOOTTe eq TTTA suOoTZOUNF 9syy 
Aq pesned are 10 4ytTyoueq ATqeinseew YOTYM sjsod TseYyO TIWV 


*POPNTOUT eq OSTE TTT suOTJOUNZ 9|9YyQW OF eTqeoTTdde 
$}SOD JOeTTpUT AeyZO puke UuOoTsTATedns ‘AAUTITtTqesn penutquos 
pue AATTtqeqdesse sinsse oj ehetoJS UT sTTyaM 10 Ydteoer 
uodn TetTrejew sy JO suotyoedsut fo jaed se sqseqR Tetoeds 
‘etdwexs azoxy ‘suotjouNy 9YyR YATA petTstquept ATTeotztoeds 
eq oste Aew sootares peseyoing ‘sjsoo Aouednds50 psezefTer se 
TTeA se UoTIOUNZ ey R wWIOsIEed 03 pesn juswdtnbe pue settddns 
io sTetzeqzew pue fouuoszed pseubtsse espn [out suotjouns 
eu UWIAA peTtsytjuept ATTeotztoeds syso5D *pomatasz Bbuteq 
ARtatTzOe |yW JO soueMTOZIed Jo potized sy} ACF psututejzep 
eq TTTA Tetzeqew Hutttorjzucoa pue Hbuttpuey ‘butztnboe jo 
SUOTJOUNZ OY YIM paeTstquept AtTeotztoeds sysoo pejzedtotjuy 


*pequeseid st soueptnb BHutmoT{Toys ey ‘seqzer 
peeyzeao sqetidordde pedoteasp jou aaey yotym setouebe ssoyj 
IOogJ ‘UOTSTOep Ss,Tersueg AsTTor}dwod peuotqjuseu-saoqe ay 3 
JO META UT aTqetTteae Attpeer eq prTnoys ejep ojer ozetidoidde 
‘zeysuer Tetzoqew  Asuebexre jut yo yuUnowe jueoTytubts 
e® ZOnpuos yotya setousebe esoyz 109 ‘dtysuotqejTez resneo 
ZO [eToOTyeueq e& FO sStTSeq sy} UO SEeTRTATIOe Hutsn syQ OF 
WeU} SRBDOTTe pue suotyZounz saoqe ayy FO sjZsoD eYyR uTeITEOSe 
03 Azesseseu 9a [TTtaA yt ‘Aouebe SHutztnboe syz UTYITM 


*$3SOD TeTrSezeW sy 02 peppe eq pasau suOTIZOUNZ BHuTTToOTQUOD 
pue ‘Hut Tpuey ‘Butatnboe oy Sbutysttduosce ut Asusbe 
Hutztnboe ey. Aq pezrnout sjsod sasoyz ATuo ‘saouejZsumsi1TS 
eseyi IZepun *sq3soD AT9y2 JO [TR SPNTOUT [TTA srTopusa 
@ptTsyno pue sotouebe qusewursacy TeyjO woTy pertnboe Tetrezew 
roy pted sotrzd ay} yeyj pewmsse oq ured YT ‘UOTIJDeS ‘IVIYALYW 
LOJMIG 938y2 UT pejou se ‘yWsD JO uUoTIdaoxe ay YRTA pue 
‘gazed ysow sy. roy ‘ATHutproooy ,*peTeaocoezr pue paeztubooer 
aq pInoys 3T ‘S4Asod Jo SjUSWeTS TeYyZO eHTT usyR ‘JUeOTZTUSTS 
St esuedxe pesyreao JI ‘uoTIOeS 4yeYyR TepuN uot ZOesuUeTQ Aue 
UT peTeaocosI pue paezTubooSer ere 4SOD JO sjUSUISTs JUROTZTUSTS 
TTe useuva peaetyose ATuo st (e2)989 ydezbeized Vem sas a 
T€ JO uotstaorad Yususesrnqutszr sy. YRIA soueTTMUOD sATIOETFA,, 
:qyazed yuseutqzzed ut seqzeqs yotyum ‘8TE9ET-@ UOTSTOeq TereUeD 
ATSTToAWduoD yATIM soUepIODOe UT ST STUL ‘met Aq paqduexs 
sseTun sq3sod aeTqeottdde yoertTput pue jOeTTp sTqetjtjuept 
quPoTjTubts TTe epntout ptnoys zeyjoue fo}n Kousbe 
queuuteAec5 auo Aq pTos Tetzsezew A0F pehreyD saotad sul 


*BuTASOS stTqnop epntToerd oj TeTtrajew roF pted eotrzd syR 
jo dneyew oy uteqyreose oj QueQTOdWwT st 4t ‘eaoqe uot Ides 
IWIMSLWN LOSYIG eu. UT peuotjuew se ‘ATHutprIosoy ‘sasneo 
Tayo pue soUSsSSeTOSqO wory Hbutstze ssesoxe pue seabejroys 





8261 ‘ZZ WIBWILd’S ‘AVOSINGIM—8EBI ‘ON ‘Eb “IOA ‘WaLSiOas 1WwIGas 


Sutteep sydezbezed HutMo[T[os syj wut peutequoos are pazeber 
STY} UT SqUSUTIOD [TRUOCTIIPpyY ‘“BSTeA SOTA pue ‘sjZsOD asayy 
Ioy eptaord of peseerSuT 9xq YoU pTNoys pattdtytnu eq oF ST 
a eUTISS sUT, e Yons yoTyA Aq ejerI oy ‘SAeptToy pue saPeT 
IoJ wuotstaocid e sapntTout ajeUWTJSS SUT ayy FI “steHrTOM 
euy Aq usyeq pue peurTes 3oq 03 SAePTToY puke eAedsT TOF aptaorzd 
0} peseeTSUT eq PTNoOYS sjeUT{Sse aut, eyW 02 paettdde aq oj 
@4RI AOGET sy AsYyReEYM VsuUTULTSZSp 03 paedoTsAep etem siresfh-ueU 
eu. Moy MmOouUx OF QUeQTOdUT ST QI ‘*(eWwTZ AeptTToy pue saPeT 
SSeT 080'Z ‘‘a°t) zeek e& ut pexrOmM ATTewtou sinoy fo Zequmu 
eya Aq 120 (080‘'2% 10 OF X ZS ‘*a°Tt) TVEA B UT SANOY Butyr0M 
yo zequmu Tej0R 9eYyW Aeyqte Aq perAtTnbar sznoy-uew Te,0oR 9s 
HButptatp Aq, ‘szeeX-uew OF paeqrTsauodS oq uedD SInoYy-ueW sssUuL 
*sinoy-uew ut pesserdxe eq [TTA sqUsuWeTtTNber suty ‘ATTewION 


* SASNOdXG 
SAILVULSINIWGY CNW TWHSNaD pue ‘QWHHURZAO SNOILWaadO 
28g ‘*Tood pesyreao ajetrdoidde sy. ut pepntToutT pue zZoqeT 
qoOerITput se psejzeerz eq [TtM Hututez Tsey,o TTe uo jueds 
eUTL “XIOM SATIONpOId saaTOAUT YOTYM Hututer qol-ayQ-uo 
TTe® epntout ‘sxmnoy ZoqeT WeATTp syQ HutTjewtyse usym ‘osty 
*saeBueyd Ternpesord pue sdoos Aue Toy spew sre squseujsn(pe 
o3e trdo1rdde pep taorzd ‘Hut eutysse qoc Ruenbesqns i0fF 
stseq e se pesn oq Aew sqolC ssoyqy Jo sinoy AoqeT YoeATtp sy 
‘peqetduiods useq eaey sqoC IePT[TWTS JI ‘saqzewtyse HbutzrseutTbus 
Io ‘spzepueqjs pereeutTbue ‘atqetTteae St 4Tt Jt sduetredxe 
zotid Butztttqyn Aq pejzeutyss eq ued sqndjno sasaeyQ wrojsrted 03 
pertnber aut syL ‘roqetT BHbutztnbexz sqndqno ay aeztytutsep 
PTnoys sjuswerztnber yIOM sy FO MeTAaeT YyHnoroyA yw “HIOM 
JO JqusowszZe ZS o1W ST QUTOd HuTqyz7eYS ay. ‘4ZOnpord e sonporzd 
JO s90TATes e wioszzed 0} poertnbez sult oyQ Hbutjewtqse ul 


*sydezbezed Bbutamo{Tosy syR ut ATeqzeredes 
pe qeeizq ore AayR ‘uoseszr styy iz0¥ ‘atqtssod se AtTastosizd 
se pa ,euwtqses eq ysnu yore pue jueqiodut Atrtenbse aze sxr0joeP; 
OA} eSeuUL ‘“perTtnber sT[tys AoqeT ey aA0z Aed fo (s)aqe2r 
eayu2 ST puodes sey. pue ‘qoC ayy op of saxYeq AT oWTQ euQ 
ST 3SITF SYR :SsTOVDeZ OMZ FO pasoduiods ere sysod Toqe{T joeITCd 


*JUROTJTUBTSUT YOU ST 3S05D — 


pue ‘/j20s30e 


eTqeucsest yRIM peinseow sq ued 4s05 Z0qeT a “q 


‘aoTaras 
ZO Zonpord sua 02 paqeter ATIOeItp AtTTetquesse st yf ‘e 


:USYM YOSTTIP Se PeTJTSSeTS aq TTeys r0qe7 


*Tood 3so05 ZOeTtput ue ut pepntout 
ST YOTUM JO AeputTewer syR sqsod xzoOqet Aue fo wuortyz1r0d 
e 4sS00 TOqGeT jOeATp & Se AT OF paebszeyo savy TTeys satyoslqo 
qysod Teutz ou ‘ATeszreauo0D *Tood 4sod yoeTtTput ue ut 
PepnN{ToUT Jou pue seatjoelCqo 4ysoo [TeUTF TeyAWO JO sqsod YOsITp 
se pereptsuod eq osTe ysnu osajeUTIZSSs 4s05 S|Yy ATOZ YOSITp 
se pezeer ssoyuR Of APTTWTS sqsoD AzoqeT ‘ATbutpzro0osy :ATuo 
ZoerTputT TO YOSeITp TeyATe ere sqsoo ‘suotjZebrtnword s,pre0g 
paepueys HutTqunosow 4soD ey, UT peqeqjs syY *(aatqzoeCqo 
4s05 Teutz) eDTAIES Zo  yonpord otTsztoeds e oj ATUO 
pebreyd pue YIM PSTJTAUSpT oq ‘TaqQZeW TeoTJoOeId e se ‘uPd 


YOTYM SeTIeTes IO sebem Jo uot_zr0od yeyy st Ysoo ToOGeT joeITAG 





roqey 35ertd 





S180) ‘TENNOSUAd 


*peuTWIsZep SBA 34eI JY AOY pue pesn 
SPM O93PT WeYUM ‘ST JEUL ‘“UoOTAeOOTTe FO STTeJSep yoejqy /T 
(a) #(v) S3ey pesyzTeAO TeTrSeZeEW 
(dq) s3zsoD TetrTezeW TeIOL 
(W) esuedxg pesyzsAC TeTrsqVeW TeIOL 
(AtTeqezedes Astt) szsyi0 
But yunossy 
a butuotytstnbey 
Bbutseyosang 
/tsuotzoung 
pewzoszeg ATTerz,UsdD FO sqUNowY ps ecSOTTY 
(ONIs) jusY 
uot ze toe1deq 
seTztttin 
settddns sotszo 9 BbButqutzg ‘AzauotzeWs 
XXX / é souPUSs UTeW 
xXx‘ M4 settddns butjze2zedo 
XXX ‘XX TeaerL 
XXX ‘XK aaoqe uo sjtjyeueq ebutrzy 
XXX‘XXX §$ zoqeyT 
soBem pue satrertes 


XXX" XXX “ XX 





5utpug 
potied ey 104 
4soD pezeutisg 


uoTIaTr9Sseq 





CWHHYFGAO ‘IWIYALWN 
2 TaNoOTd 





4] 
thd 
Y 
= 
° 
r 4 


8461 ‘£2 BIGWILdIS ‘AVOSANGIM—881 “ON ‘Ev “IOA ‘431S1938 1V83034 


*€ @INHTYZ uT pe-erzysnttt 
se ¥YIOM JO YUSueZeJS sy, UT peUTejZUOD  yuUsuUOduIOD = 8810 
qoC yore zoz Aed Jo saqez pue sinoy jo Jequmu sy ‘perztnbez 
STITHS ZOqeT snoTtzIeA ayy Jo HutqsttT e sq [TTA s3s0o 
TOqeT WOSeITp FO sZeuTyZse sy yroddns 03 Aresseodseu [teIEp suUL 


"080‘Z xX aRReI 
ATanoy otseq 
Zo ‘a3zezI Tenuuy 


*usyey aq 03 sAeptTToy pue saAeeT sntd 
zesk e& TOF peyxIOM oq Of SINOY pejzeUWtIsyZ 


*(%0z2T X saInoy Tenjoe ‘*a°t) sAepttoy 
pue sAeeT TOF soueMOTTe suy snTd 
‘qoC ay Op O23 pertnbez srnoy pejeutyisg” 


*eqer 
ATanoy otseg 


*(%ozt x Aed oseq 
‘-a°t) sAepttoy 
pue aAeeT TOF 
ZoyoezZ ayy Aq 
pesesrout ayer 
ATanoy otseg *qoC ayy Op of perztnbez sirnoy pe ,eutysg” 
SINGS Tada 
GLWNILSS ANIL 


asn OL 
aLva wodvl 





*aqeUTISS sWT 3sYyQ 03 peTTdde eq oj a3er redord 
9Y SOPeAIZSNTTT werbetp uotstoep HuTMoTToOF sul *yqOq worry 
Pepn{toxs IO UT pepntouT o7q you AOAZDeZ %oz ayy Wey useyHeq 
eq 4YSnu ered ‘STY JO essnedeg *a9qeUTISS swt sATRONpord 
eu2 IO 93eI TOqGeT Otseq o9YyR AeyAyTtTe oO pattdde eq Aew 
Toy-oeF SYR ‘ASTTAes payZeotput sy ‘pesn vq ysnu TOROeF sTYR 
‘s3s0D ZoqeT  W35e1Tp Bbutyndwod ul ‘“usZeqz sARST TaeyVO pue 
‘KeptToy ‘aaeeaT YOTS pue peuzes sAeeT Tenuue JO QuUNOoWe sy 
a7eUTISS. 03 pedoTeasp useq sey Aed Tenuue JO ATAnoy Itseq 
JO Z%ozZ JO AoZOeZ & ‘eREP UOTSSTWWIOD |BOTATSS [TTATD Uo psseg 


*sXeptToy pue saeetT rox uotstaorzd 
eB utTequoS eZezr Tenuue syQW Jou ajezr ATInoy OtTseq sy ISYZTON 
*sanoy 080‘z Aq peptaAtTp eq ysnu yt ‘saekotdue preog sabem 
e Jo ey 02 STqezeduoD ejzer ATAnNoy ue OF BRZeT TeNnuUe STYQ 
3IT=AUOD Of XepxI0 ur ‘seekoTdue sH TOF sjZer Tenuue sty wo1rs 
PePNTOxKe ere sTeTjUeTeszJtTp ysod pue  AUYSIN *Kked jo sajer 
Tenuue se pesserdxo ATTewrou ere sajeI sTnpeydss Tersusy 


*Xed Aeptjtoy pue 
‘aWUTIIZAO ‘SaeDURBMOTTe ‘Sesnuod sie pepnN{ToOx_ ‘pepntTout eq o 3 
OSTe ST SIBDTJJO YUSWeoDTOJUSe MET pue STeqYyHtTseitF UeTTTATS 
Tertepeg xz0z Aed wmtwerzg *saaXotTdue pireog obeM TOF 3S09 
ToqeT 35e1Tp syz UT pepntTouT sq oSsTe pTnoys sTertjyuetesztp 
esey. ‘perztnbez oq [tta Aed [erjusetesJstIp TejuswuocrtaAus 
zo/pue 3y6tu FI *aefoTdue przeog ebem e fo ed TeAOR 
eu. uTe4yTeDse 02 UsYeR sAPST TeYyQO pue AepTToy ‘HOTS pue 
‘peures saeeT Tenuue fo sxNoOYy TTe OF pure peHxTOM SINOY [Te OF 
pettdde eq [Tt pue saqzezr ATAnoy Otseq sy peTTeS ere sseUL 
*seqez ATanoy se pesserdxe ATTewr0u sze sejer pre0g abem 


*suoTqztTsod preog o6eqM rz0z z deqs o6em pue suotqytsod sp 10; 
% deqys AzetTes ssn ‘31e4S mou pesodord e OF IO ‘patdno50 you 
aze 3eYQ suOTQZTSOd z0qz ‘seeXoTdue querINS TOF sejZer Tenjoe 
eu esn ‘AQRTATIOe QueuwUITSeAOCD HuTystxe ue TOJ sysoo SHutynduoos 
usumM "TsaeT (SD) eseTNpeyds TereueyH 0 (qm) preOCg she 
e Aytoeds [Tt paertnbeI stTTtys ey ‘ATTeWION *pesn aq 0o72 
SozeI OTSseq SY SReROTP TTT soV,ewtTAse suiTZ ayy ze BHutTatzze 
IOJ pepssu oq OF} peUTWISjeEp sjUeWeTTNbsrI [TtxHs suyL *sqs09 
Ioqe[T  39eITp fo ajeUtTIZso ue 4e SBATIZe OF TapIO UT J9jeI 
ATanoy ayerdozrdde ayy Aq pettdr3ztnu eq ysnu AayQ ‘patsytquepr 
are aoqetT jo odky yora jo saznoy fo Zequmu ey useyM 


*uOT}OeS STUY JO pus sy ye SeTdwexs oy UT 
pue sajeutqyse out, ey 023 petTdde oq o3 Aed go aqzexr ayy YQTMA 





NOTICES 
FIGURE 3 


DIRECT LABOR REQUIREMENTS 





(Examples of Typical Entries) 


Total Cost W/O 

Leave & Holiday Total Annual 
Reguired Hours or Periodic 
Salary X Applic. Rate Labor Costs** 


Basic Hourly Rate 


Nour ly Based on Annual 
Line Item Skill Required Req. Hrs. Rate Annual Salary 








Repair Electric 


Meters Electrician W/B-4 200 $11.00 $ $2,200.00 $ 2,680.00 


Install Meter 


Mounts Carpenter W/B-3 11.50 1,150.00 1,380.00 


Install Water 

Coolers Carpenter's Helper 7.00 700.00 840.00 
Inspection Inspector GS 9/2 = 7.21 721.00 865.20 

($15,000 + 2,080 
hours = $7.21) 

Reliability 

Improvement 

Engineering Fngineer GS 12/2 1 Man Year® - $23,000.00°* 
* Includes leave and holiday but excludes other fringe benefits. 


**annual salary already includes leave and holiday. 


Fringe Benefits 





Fringe benefits are allowances and services provided by the 
Government to its employees as compensation in addition to 
the wages or salaries used in determing the basic hourly 
rate or the annual rate of pay. For purposes of estimating 
the cost of a Government operation, fringe benefits will 
include only the normal, recurring benefit costs 
attributable to an on-going operation. Costs such as 
termination and separation allowances of Government 
personnel displaced by a contractor operation are not fringe 
benefits but rather are to be included as Termination Costs 
in comparing Government costs and contractor costs. 
Employee relocation allowances provided to Government 
personnel shall be included in Government start-up or 
termination costs, as applicable, when associated with the 
opening or closing of a Government-operated activity. 


The following guidance has been developed to facilitate 
estimating fringe benefits applicable to the basic hourly 
pay and the annual rate of pay of General Schedule and Wage 
Board employees. In cases where certain employees receive 


fewer or additional benefits, special computations will. be 
needed. 


In determining direct labor costs, leave and holiday time is 
considered as being included. Therefore, they are not 
included in fringe benefits. Premium pay for working on 
holidays is discussed under "Additional Benefits." 


Standard Fringe Benefit Factors. Government-wide percentage 
factors shall be applied to annual or periodic labor costs 
(C above) to determine the following fringe benefit costs: 





Retirement and Disability (for employees 
under Civil Service Retirement) 20.4% 


Health and Life Insurance 4.0% 


Other Benefits (including work disability, 
unemployment programs, bonuses and awards, 
etc.) ee ey 


Additional Benefits. For Government civilian employees 
(normally temporary employees) who are not under the Civil 
Service Retirement System, the Social Security (FICA) cost 
factor to be applied to salary or wage costs is the actual 
employer contribution rate for the employees involved. When 
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